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GOLDBERG, Special Trial Judge: This case was heard pursuant

to the provisions of section 7463 of the Internal Revenue Code in
effect at the tinme the petition was filed. The decision to be
entered is not reviewable by any other court, and this opinion
shoul d not be cited as authority. Unless otherw se indicated,
subsequent section references are to the Internal Revenue Code in
effect for the years in issue, and all Rule references are to the

Tax Court Rules of Practice and Procedure.
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Respondent determ ned deficiencies in petitioner’s Federal
i ncone taxes of $5,926.00, $7,816.65, and $5,336.00 for the
t axabl e years 2000, 2001, and 2002, respectively.
After concessions,! the issues for decision are: (1)
Whet her petitioner is entitled to claimthe dependency exenption
deduction for DD for tax years 2000, 2001, and 2002; (2) whether
petitioner is entitled to a child tax credit with DD as the
qualifying child for tax years 2000, 2001, and 2002; (3) whether
petitioner is entitled to claim Schedul e C expenses for the 2000,
2001, and 2002 tax years; (4) whether petitioner is entitled to
m scel | aneous item zed deductions for the 2000 tax year;? and (5)
whet her petitioner failed to report interest inconme for tax years
2000 and 2001.

Backgr ound

Sone of the facts have been stipulated and are so found.

The stipulation of facts and the attached exhibits are

Petitioner listed KM BW and DD (the Court uses only the
mnor child s initials) as dependents on his tax returns for the
t axabl e years 2000, 2001, and 2002. 1In the notice of deficiency,
respondent disallowed petitioner’s claimed dependency exenption
deductions and related child tax credits for KM BW and DD
However, at trial, respondent conceded that petitioner was
entitled to the dependency exenption deductions and related child
tax credits for KM and BWfor the taxable years 2000, 2001, and
2002.

2Respondent al so adjusted petitioner’s m scell aneous
item zed deductions for 2002. The anmpunt of deductions, with
respect to taxable year 2002, to which petitioner is entitled is
a conputational matter, which will be decided based on the
Court’s resolution of the issues in this case.
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incorporated herein by this reference. Petitioner resided in
Hopki ns, South Carolina, on the date the petition was filed in
this case.

In March of 1995, petitioner and Paula B. Lewis (Ms. Lew s)
were married. M. Lewis had a child, KM froma previous
relationship. Petitioner and Ms. Lewis had two children during
their marriage, BL and JL. Petitioner and Ms. Lewi s also had two
foster children, BWand DD, in their custody during the taxable
years in issue. DDis the only child at issue in the present
case. On June 3, 1999, the South Carolina Departnment of Soci al
Services issued to petitioner and Ms. Lewis a |icense to conduct
a foster famly boardi ng home under the provisions of Act Nunber
334, Section 3, enacted March 10, 1986. DD was placed with
petitioner and Ms. Lewis by G ow ng Hone, a branch of South
Carolina Social Services, fromApril 9, 2000, through Cctober 1,
2001.

Petitioner and Ms. Lew s separated in taxable year 2000. At
that time, petitioner noved out of their house. At the tinme of
trial, petitioner and Ms. Lewis were still trying to reconcil e,
but were not formally divorced.

Petitioner and Ms. Lew s purchased their house in 1999 using
their conbined funds. The house was titled solely in Ms. Lewis’'s

name. M. Lewi s clainmed a deduction for the home nortgage
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interest paid on her and petitioner’s house for taxable year 2002
of $6, 458.

During the years in issue, Ms. Lewis was a self-enpl oyed
cosnetol ogist. Also, during the years in issue, petitioner was
enpl oyed as a truck driver by WIson Trucki ng Corporation.
Petitioner received wage i ncone from WI| son Trucki ng Corporation
for taxable years 2000, 2001, and 2002, of $40,816, $34,904, and
$41, 035, respectively. Further, during the years in issue,
petitioner operated a hair cutting and beauty sal on busi ness
known as “Your Future Style”.

Sonetinme in 1997, Ms. Lew s started a business known as
“Kiddy Cuts and Styles”. During 1998, Ms. Lewi s ceased business
operations of “Kiddy Cuts and Styles”. Shortly after Ms. Lew s
di sconti nued her existing business, in My 1998, petitioner
started his business naned “Your Future Style” (the business).
Petitioner | eased a comercial unit in Leesburg Plaza (conmerci al
space), which was | ocated in Colunbia, South Carolina.

Petitioner and Ms. Lewi s’s nanes were both on the commerci al
| ease contract and the phone bills for the business. The utility
bills relating to the business were in the nane of and addressed

to “Paul a B. Adans[® Doi ng Business As Kiddy Cuts & Style”.

3The Court assunes that Paula B. Adans is Ms. Lewi S’s nmai den
nane.
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Petitioner renovated the conmmercial space before opening his
salon. Petitioner’s comercial space consisted of three barber
chairs and six salon stations. Petitioner |eased out the barber
chairs and salon stations to |licensed barbers and cosnetol ogi sts.
The average | ease rentals for the barber chairs and sal on
stations were $60 and $100 per week, respectively. One of the
cosnetol ogi sts to whom petitioner | eased a salon station was M.
Lew s.

Ms. Lewis filed Federal income tax returns for the taxable
years 2000, 2001, and 2002. Ms. Lewi s attached a Schedul e C,
Profit or Loss From Business, to each of her Fornms 1040, U.S.

I ndi vi dual I ncone Tax Return, for the taxable years 2000, 2001,
and 2002. On her Schedules C for these years Ms. Lew s reported:
(1) Her principal profession as a cosnetol ogist, (2) her business
name as “Your Future Style”, and (3) the commercial space as the
address of “Your Future Style”.

Petitioner received interest incone during taxable years
2000 and 2001 from Wachovi a Bank of $20 and $12, respectively.
Petitioner also received interest inconme during taxable years
2000 and 2001 from Fort Jackson Federal Credit Union of $93 and
$29, respectively. Petitioner did not report any of this
interest income on his 2000 and 2001 Federal incone tax returns.

On his 2000 Federal inconme tax return, petitioner clainmed

dependency exenption deductions for KM BW and DD and child tax
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credits for KM BW and DD, as the qualifying children. Al so,
petitioner attached to his 2000 Federal income tax return a
Schedule C. On his Schedule C, for taxable year 2000, petitioner
reported $9, 250 of business inconme fromthe business. Petitioner
deduct ed $20, 387 in busi ness expenses, which resulted in a
reported business |oss of $11,137. Petitioner’s Schedule C

busi ness expenses were as foll ows:

Li ne 15 I nsurance (other than health) $600
Line 20a Rent or |ease (Vehicles, machinery and equi prent) $8, 340
Line 21 Repai rs and mai nt enance $1, 850
Line 22  Supplies $990
Li ne 23 Taxes and |icenses $415
Line 25 UWilities $4, 200
Line 27 O her expenses $3, 992

Tot al $20, 387
Furthernore, petitioner attached a Schedule A, Item zed
Deductions, to his 2000 Federal incone tax return. On his 2000

Schedul e A, petitioner clained as follows, in pertinent part:

|tem zed Deducti ons Anount
Line 5 State and |ocal incone taxes $2, 553
Line 6 Real estate taxes 901
Line 7 Personal property taxes 792
Line 9 Total taxes 4,246
Line 10 Hone nortgage interest and points 7,134
Line 15 Gfts to charity by cash 3, 300
or check (Church)
Line 16 O her than by cash or check 250
Line 18 Total contributions to charity 3, 550
Line 20 Unreinbursed enpl oyee expenses 2,750
Uni fornms and cl eaning $2, 500
Shoes 250
Line 21 Tax preparation fees 125
Line 23 Total |limted m sc. expenses 2,875
Line 26 Net limted m sc. deduction 2,237

Line 28 Total item zed deducti ons 17, 167
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As previously stated, petitioner did not report any interest
i nconme on his 2000 Federal inconme tax return.

On his 2001 Federal inconme tax return petitioner clained
dependency exenption deductions for KM BW and DD and child tax
credits for KM BW and DD, as the qualifying children. Al so,
petitioner attached to his 2001 Federal income tax return a
Schedule C. On his Schedule C, for taxable year 2001, petitioner
reported $5, 000 of business incone fromthe business and deduct ed
$25, 440 in busi ness expenses, which resulted in a reported
busi ness | oss of $20,440.% As previously stated, petitioner did
not report any interest inconme on his 2001 Federal incone tax
return.

On his 2002 Federal inconme tax return petitioner clained
dependency exenption deductions for KM BW and DD and child tax
credits for KM BW and DD, as the qualifying children. Al so,
petitioner attached to his 2002 Federal inconme tax return a
Schedule C. On his Schedule C, for taxable year 2002, petitioner
reported $1, 352 of business incone fromthe business and deduct ed
$8, 631 i n business expenses, which resulted in a reported

busi ness | oss of $7,279.° Furthernore, petitioner attached a

“The record in this case did not contain an item zed |ist of
petitioner’s Schedul e C business expenses for taxable years 2001
and 2002.

5See supra note 4.
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Schedul e A to his 2002 Federal incone tax return. On his 2002

Schedul e A, petitioner clained as follows, in pertinent part:

|tem zed Deductions Anpunt
Line 1 Medical and dental expenses $6, 419
Line 4 Net nedical deduction 3, 887
Line 5 State and local incone taxes 2,578
Line 9 Total taxes 2,578
Line 28 Total item zed deductions 6, 465

In the notice of deficiency, with respect to taxable year
2000, respondent denied petitioner: (1) The cl ai med dependency
exenption deductions; (2) the clained child tax credits; (3)
$6, 904 of his claimed $20, 387 busi ness expense deductions; and
(4) $8,961 of his clainmed $17,167 Schedule A item zed deducti ons.
Addi tionally, respondent determ ned that petitioner had
unreported interest income of $113 for taxable year 2000.

Wth respect to taxable year 2001, respondent denied
petitioner: (1) The cl ai ned dependency exenpti on deductions; (2)
the clained child tax credits; and (3) the entire anmount of his
cl ai med $25, 440 Schedul e C busi ness expense deducti ons.

Addi tionally, respondent determ ned that petitioner had
unreported interest income of $41 for taxable year 2001.

Wth respect to taxable year 2002, respondent denied
petitioner: (1) The cl ai ned dependency exenpti on deductions; (2)
the clained child tax credits; (3) the entire anount of

petitioner’s claimed $8, 631 Schedul e C busi ness expense
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deductions; and (4) $640 of petitioner’s clained $6,465 Schedul e
A item zed deductions.®

Di scussi on

In general, the Conmm ssioner’s determnation set forth in a

notice of deficiency is presuned correct. Wlch v. Helvering,

290 U. S. 111, 115 (1933). In pertinent part, Rule 142(a)(1)

provi des the general rule that “The burden of proof shall be upon
the petitioner”. In certain circunstances, however, if the

t axpayer introduces credi ble evidence wwth respect to any factual
i ssue relevant to ascertaining the proper tax liability, section
7491 pl aces the burden of proof on the Conm ssioner. Sec.
7491(a)(1); Rule 142(a)(2). Credible evidence is ““the quality
of evidence which, after critical analysis, * * * [a] court would
find sufficient * * * to base a decision on the issue if no

contrary evidence were submtted ”.” Baker v. Commi ssioner, 122

T.C. 143, 168 (2004) (quoting Hi gbee v. Conm ssioner, 116 T.C.

438, 442 (2001)). Section 7491(a)(1) applies only if the
t axpayer conplies with substantiation requirenments, naintains al
requi red records, and cooperates with the Comm ssioner for

W t nesses, information, docunents, neetings, and interviews.

6See footnote 2.

"W interpret the quoted | anguage as requiring the
t axpayer’s evidence pertaining to any factual issue to be
evi dence the Court would find sufficient upon which to base a
deci sion on the issue in favor of the taxpayer. See Bernardo v.
Comm ssioner, T.C Meno. 2004-199.
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Sec. 7491(a)(2). A though neither party alleges the
applicability of section 7491(a), we conclude that the burden of
proof has not shifted to respondent with respect to any of the
i ssues in the present case.

Mor eover, deductions are a matter of |egislative grace and

are allowed only as specifically provided by statute. | NDOPCO

Inc. v. Conm ssioner, 503 U S. 79, 84 (1992); New Colonial Ice

Co. v. Helvering, 292 U S. 435, 440 (1934).

1. Deducti on for Dependency Exenption

At issue are the dependency exenption deductions clai med by
petitioner for DD

Section 151 all ows deductions for exenptions for dependents
of the taxpayer. See sec. 151(c). Section 152(a) defines the
term “dependent” to nmean a child of the taxpayer over half of
whose support for the year was received fromthe taxpayer
Section 152(b)(2) provides that a foster child shall be treated
as a child of the taxpayer, if such child satisfies the
requi renents of section 152(a)(9). That section requires that
the child be:

(9) An individual (other than an individual who at any

time during the taxable year was the spouse, determ ned

W thout regard to section 7703, of the taxpayer) who, for

t he taxabl e year of the taxpayer, has as his principal place

of abode the hone of the taxpayer and is a nenber of the

t axpayer’ s househol d.

“[ S] upport” includes “food, shelter, clothing, nedical and

dental care, education, and the like.” Sec. 1.152-1(a)(2)(i),
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| ncone Tax Regs. |In determ ning whether an individual received
nore than one-half of his or her support fromthe taxpayer, there
shal |l be taken into account the amount of support received from
the taxpayer as conpared to the entire anmount of support which
t he individual received fromall sources. 1d. In other words,
the support test requires the taxpayer to establish the total
support costs for the clainmed individual and that the taxpayer
provi ded at |east half of that ampbunt. A taxpayer who cannot
establish the total anount of support costs for the clained
i ndi vi dual generally may not claimthat individual as a

dependent. Blanco v. Conmi ssioner, 56 T.C 512, 514-515 (1971);

Cotton v. Conmi ssioner, T.C. Menp. 2000-333.

DD was placed in petitioner and Ms. Lewis’s hone as a foster
child by the Departnent of Social Services of South Carolina on
April 9, 2000, and DD stayed in their honme until Cctober 1, 2001.
Petitioner and Ms. Lewi s received approximately $900 per nonth
from Soci al Services toward the support of DD. Petitioner and
Ms. Lewi s separated in 2000, and thereafter petitioner noved out
of the house.

Petitioner admtted that after he noved out of the house
still occupied by Ms. Lews, his new residence did not constitute
the principal place of abode for DD for taxable years 2000, 2001,
and 2002. Additionally, petitioner did not testify that he

provi ded over half of DD s support for the taxable years 2000,
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2001, and 2002. In fact, petitioner testified that the

Depart ment of Social Services provided funding that conpletely
paid for all of DD s support for the taxable years at issue in

t he present case.

Upon the basis of the record before us, we find that
petitioner has not established that his home during taxable year
2000, 2001, and 2002 was the principal place of abode of DD
Further, we find that petitioner has failed to establish the
total support costs for the clained individual, DD, and that he
provi ded at |east half of that anmpbunt. Respondent’s
determnation on this issue is sustained.

2. Child Tax Credit

As previously stated, petitioner claimed a child tax credit
for taxable years 2000, 2001, and 2002 with DD as the qualifying
child. In the notice of deficiency, respondent disallowed the
child tax credit.

Section 24(a) authorizes a child tax credit with respect to
each “qualifying child” of the taxpayer. The term “qualifying
child” is defined in section 24(c). As relevant here, a
“qualifying child” neans an individual with respect to whomthe
taxpayer is allowed a deduction under section 151. Sec.
24(c) (1) (A

We have already held that petitioner is not entitled to a

dependency exenption deduction under section 151 for DD
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Accordingly, DD is not considered a “qualifying child” within the
meani ng of section 24(c). It follows, therefore, that petitioner
is not entitled to a child tax credit under section 24(a) with
respect to DD

3. Schedul e C Expenses

A taxpayer generally may not deduct personal, living, and
famly expenses. Sec. 262(a). However, section 162(a) allows a
t axpayer to deduct all ordinary and necessary busi ness expenses
paid or incurred during the taxable year in carrying on any trade
or business. To be “necessary” an expense nust be “appropriate

and hel pful” to the taxpayer’s business. Wlch v. Helvering, 290

U S at 113-114. To be “ordinary” the transaction which gives
rise to the expense nust be of a common or frequent occurrence in

the type of business involved. Deputy v. Du Pont, 308 U S. 488,

495 (11940).

Section 6001 and the regul ati ons pronul gated thereunder
requi re taxpayers to maintain records sufficient to permt
verification of incone and expenses. As a general rule, if the
trial record provides sufficient evidence that the taxpayer has
incurred a deducti bl e expense, but the taxpayer is unable to
adequately substantiate the precise anobunt of the deduction to
whi ch he or she is otherwise entitled, the Court may estinate the
anmount of the deducti bl e expense, bearing heavily against the

t axpayer whose inexactitude in substantiating the amount of the
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expense is of his own naking, and all ow the deduction to that

extent. Cohan v. Comm ssioner, 39 F.2d 540 (2d G r. 1930).

However, in order for the Court to estinmate the anmount of an
expense, the Court nust have sone basis upon which an estinate

may be made. Vanicek v. Conmi ssioner, 85 T.C 731, 742-743

(1985). Wthout such basis, any all owance woul d anmount to

ungui ded | argesse. WIllians v. United States, 245 F. 2d 559, 560-

561 (5th Cr. 1957). Wth these well-established propositions in
m nd, we nust determ ne whether petitioner has satisfied his
burden of proving that he is entitled to the clained Schedule C
expenses.

At trial, petitioner testified that nost of his records
substantiating his clainmed Schedul e C busi ness expenses were
destroyed due to a fire in his house. However, petitioner
of fered into evidence docunents which were not destroyed by the
alleged fire. These docunents consisted of: (1) Bell South phone
bills which were in the name of and addressed to “Paul a & Conrad
Lew s Doi ng Business As Kiddy Cut & Style”, (2) utility bills
from SCE&G i n the name of and addressed to “Paula B. Adans!®
Doi ng Busi ness As Kiddy Cuts & Style”, and (3) a letter fromR E
Hendrix - Apartnent Rentals, stating: “This is to confirmthe

fact that Paula & Conrad Lewis rented fromus unit N at Leesburg

8See footnote 3.
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Pl aza satisfactorily from May 1998 to July 2002. The rent was
$695. 00 per nonth.”

The expenses evi denced by the above-nentioned phone bills
and utility bills appear, fromthe text of the bills, to be
incurred not for the business, “Your Future Style”, but for
“Kiddy Cuts and Styles”. The record is not entirely clear as to
the transition of business operations from*“Kiddy Cuts and
Styles” to “Your Future Style”. However, we surmse the
followng facts. It appears that out of convenience and for *“bad
credit” reasons, petitioner transferred the utility and phone
accounts from“Kiddy Cuts and Styles” to his business. In doing
so, he did not change the nanme of the business on the utility and
phone account official records. Petitioner’s testinony and Ms.
Lew s’s Forns 1040 establish that “Kiddy Cuts and Styl es” ceased
busi ness operations in 1998 and that the charges shown on the
above-nenti oned phone bills and utility bills were, in fact,
incurred in the operation of the business, “Your Future Style”.

At first glance, the business relationship between Ms. Lew s
and petitioner outwardly resenbles a joint venture or a
partnership. Wether a valid partnership exists for Federa

i ncome tax purposes is governed by Federal |law.  See Conm ssioner

v. Culbertson, 337 U S. 733 (1949).

As pertinent here, a partnership for Federal incone tax

purposes is defined in section 761(a) as “a * * * joint venture
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or ot her unincorporated organi zati on through or by nmeans of which
any business, * * * or venture is carried on, and which is not,
within the nmeaning of this * * * [subtitle], a corporation or a
trust or estate.” See also sec. 7701(a)(2).
A partnership is created “when persons join together their
noney, goods, |abor, or skill for the purpose of carrying on a

trade, profession, or business and when there is community of

interest in the profits and | osses.” Conm ssioner v. Tower, 327
U S. 280, 286 (1946).

Whet her parties have forned a partnership is a question of
fact, and while all circunstances are to be considered, the
essential question is whether the parties intended to, and did in
fact, join together for the present conduct of an undertaking or

enterprise. Luna v. Comm ssioner, 42 T.C 1067, 1077 (1964).

Petitioner stated that Ms. Lewis’s nane was on the
commercial | ease contract, the phone bills, and the utility bills
because he had “bad credit” and needed her creditworthiness to
enter into the | ease and obtain phone and utility services.
Petitioner further testified that profits and expenses stem ng
fromthe business were not split between hinself and Ms. Lew s.
Ms. Lewis’s Federal incone tax returns for taxable years 2000,
2001, and 2002, confirmthat she did not report any of the incone
generated by the business. Her Federal incone tax returns for

t he taxabl e years 2000, 2001, and 2002, report that her incone
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was derived from her occupation as a cosnetol ogi st/ i ndependent
contractor. W therefore conclude that petitioner was the sole
proprietor of the business, “Your Future Style”. Thus, he is
entitled to deduct all substantiated Schedul e C expenses that
were incurred in the operation of the business.

A. Taxabl e Year 2000

As previously stated, on his Schedule C for taxable year
2000 petitioner reported $9, 250 of business incone fromthe
busi ness. Additionally, petitioner deducted $20, 387 in business
expenses, which resulted in a reported business |oss of $11, 137.

Respondent, in the notice of deficiency, disallowed $6, 904
of petitioner’s claimed $20, 387 busi ness expense deductions for
t axabl e year 2000.

On the basis of the record in this case, for the taxable
year 2000 petitioner has substantiated, through the phone bills,
the utility bills, and his landlord s letter, business expenses

in the foll ow ng anounts:

1. Rent $8, 340. 00
2. Bel | Sout h phone expenses $1,129.70
3. SCE&G utility expenses $1,728.21

Tot al $11, 197. 91

Petitioner has substantiated Schedul e C busi ness expenses for

t axabl e year 2000 of $11,198. As previously stated, respondent,
in the notice of deficiency, allowed petitioner $13,483 in
Schedul e C busi ness expenses. Thus, respondent has allowed a

| arger anmount than petitioner was able to substantiate at trial.
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Therefore, we sustain respondent’s determnation as to the
t axabl e year 2000.

B. Taxable Year 2001

As previously stated, on his Schedule C for taxable year
2001 petitioner reported $5,000 of business income fromthe
busi ness. Additionally, petitioner deducted $25, 440 in busi ness
expenses, which resulted in a reported business |oss of $20, 440.
Respondent, in the notice of deficiency, disallowed the entire
anount of petitioner’s clained $25,440 Schedul e C busi ness
expense deductions for taxable year 2001.

On the basis of the record in this case, for the taxable
year 2001 petitioner has substantiated through the aforenentioned

docunent s busi ness expenses in the foll ow ng anounts:

1. Rent $8, 340. 00
2. Bel | Sout h phone expenses $1, 483. 96
3. SSE&G utility expenses $1,044.81

Total $10, 868.77
Petitioner has substantiated Schedul e C busi ness expenses for
t axabl e year 2001 of $10,869. W conclude that petitioner is
entitled to deduct Schedul e C busi ness expenses for taxable year
2001 of $10, 869.

C. Taxable Year 2002

As previously stated, on his Schedule C for taxable year
2002 petitioner reported $1,352 of business incone fromthe
busi ness. Additionally, petitioner deducted $8, 631 in business

expenses, which resulted in a reported business |oss of $7,279.
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Respondent, in the notice of deficiency, disallowed the
entire amount of petitioner’s clained $8,631 Schedul e C busi ness
expense deductions for taxable year 2002.
On the basis of the record in this case, for the taxable
year 2002 petitioner substantiated through the aforenentioned

docunents the follow ng anounts of business expenses:

1. Rent $4, 865. 00
2. Bel | Sout h phone expenses $649. 86
3. SCE&G utility expenses $502. 82

Total $6,017.68
Petitioner has substantiated Schedul e C busi ness expenses for
t axabl e year 2002 of $6,018. W conclude that petitioner is
entitled to deduct Schedul e C busi ness expenses for taxable year
2002 of $6, 018.

4. M scel |l aneous |Item zed Deducti ons

Petitioner attached a Schedule A to his 2000 Federal incone
tax return.

In the notice of deficiency, respondent disallowed $8, 961 of
petitioner’s claimed $17, 167 Schedule A item zed deductions for
t axabl e year 2000. The anount of $8,961 disallowed by respondent
consists of: (1) Disallowed hone nortgage interest expense of
$7,134; (2) disallowed “total contributions to charity” of $250;
and (3) disallowed “net limted m scellaneous item zed

deducti ons” of $1,577.
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A. Honme Mbrtgage | nterest

As stated above, respondent disallowed petitioner’s clained
deduction of $7,134 for home nortgage interest paid during
t axabl e year 2000. Respondent contends that petitioner is not
entitled to any of the clainmed deduction because the house was
purchased and encunbered by a nortgage in Ms. Lewis’s nanme and
titled in Ms. Lews’s nane. Petitioner testified that the house
was in Ms. Lewis’s name because of his bad credit history.

As pertinent here, section 163(a) and (h)(1) allows an
i ndi vidual a deduction for all interest paid within the taxable
year on indebtedness, except for personal interest. Qualified
residence interest is excluded fromthe definition of personal
interest and thus is deductible under section 163(a). See sec.
163(h)(2)(D). Qualified residence interest is any interest which
is paid or accrued during the taxable year on acquisition
i ndebt edness or hone equity indebtedness. See sec. 163(h)(3)(A).
Acqui sition indebtedness is any i ndebtedness secured by the
qual i fied residence of the taxpayer or incurred in acquiring,
constructing, or substantially inproving the qualified residence.
See sec. 163(h)(3)(B). The indebtedness generally nust be an
obligation of the taxpayer and not an obligation of another. See

&ol der v. Conm ssioner, 604 F.2d 34, 35 (9th Cr. 1979), affgqg.

T.C. Meno. 1976-150.
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As previously stated, at trial, petitioner testified that
the qualified residence was in Ms. Lewi s’s nane because of his
bad credit history. Petitioner presented no docunentary evidence
such as the nortgage itself or cancel ed checks to prove that the
nortgage was his obligation or that he paid the nortgage interest
during taxable year 2000. Further, Ms. Lewi s clainmed a deduction
for the hone nortgage interest paid on the subject property for
t axabl e year 2002 in the amount of $6,548. Since petitioner has
failed to provide any proof that the nortgage was his obligation
or that he nade nortgage interest paynents, we sustain
respondent’ s di sal |l owance of petitioner’s clainmed deduction of
home nortgage interest.

B. Gfts to Charity

On petitioner’s Schedule A filed with his Federal incone tax

return for taxable year 2000, he reported the followng gifts to

charity:
|tem zed Deducti ons Anount
Gfts by cash or check $3, 300
G fts other than by cash or check 250

Total gifts $3, 550
Respondent determ ned that petitioner did not adequately
substantiate that “gifts other than by cash or check” were made.
Respondent further determined that, if such gifts were nade,
petitioner did not adequately substantiate the fair market val ue

of the gifts. Accordingly, respondent allowed a deduction for
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charitabl e contributions for taxable year 2000 in the anount of
$3, 300.

Deductions for charitable contributions are allowable only
if verified under regul ations prescribed by the Secretary. Sec.
170(a). Section 1.170A-13, Incone Tax Regs., in turn, sets forth
the types of substantiation necessary to support deductions for
charitable contributions.

For charitable contributions of property other than noney,

t axpayers generally nust maintain for each contribution a receipt
fromthe donee showng the followng information: (1) The nane
of the donee; (2) the date and | ocation of the contribution; and
(3) a description of the property in detail reasonably sufficient
under the circunstances. Sec. 1.170A-13(b)(1), Inconme Tax Regs.
The amount of the contribution is the fair market value of the
property at the tine of the contribution. Sec. 1.170A-1(c)(1),

| ncome Tax Regs.

Petitioner provided no docunentation that would substantiate
that his clained “gifts other than by cash or check” were nmade or
the fair market value of such alleged gifts. Furthernore,
petitioner did not give any testinony as to any specific
charitable gifts. On the basis of the record in this case, we
conclude that petitioner has not substantiated any charitable

gifts for taxable year 2000 other then those already all owed by
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respondent. Accordingly, respondent’s determ nation on this
i ssue i s sustained.

C. Unr ei mbur sed Enpl oyee Expenses

On petitioner’s Schedule A filed with his Federal incone tax
return for taxable year 2000, petitioner deducted unreinbursed
enpl oyee expenses of $2,750 and tax preparation fees of $125.
Respondent determ ned that petitioner did not adequately
subst anti ate unrei nbursed enpl oyee expenses above the anount of
$1,313. Accordingly, respondent allowed a deduction for “job
expenses and nost ot her m scel |l aneous deductions” for taxable
year 2000 of $1,438.°

As previously stated, section 162(a) allows a deduction for
ordi nary and necessary busi ness expenses paid or incurred during
the taxable year in carrying on any trade or business. For an
expense to be “ordinary” the transaction that gives rise to the
expense nust be of a common or frequent occurrence in the type of

busi ness i nvol ved. Deputy v. du Pont, 308 U S. at 495. To be

“necessary” an expense nust be “appropriate and helpful” to the

taxpayer’s business. Wlch v. Helvering, 290 U S. at 113-114.

The performance of services as an enpl oyee constitutes a
trade or business. See sec. 1.162-17(a), Inconme Tax Regs. The

enpl oyee nmust show the rel ati onshi p between the expenditures and

°Respondent cal cul ated this anpbunt by adding the
substanti ated cl ai med unrei nbursed enpl oyee expenses of $1,313 to
the tax preparation fees allowed of $125.
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the enpl oynent. See Evans v. Conm ssioner, T.C Meno. 1974-267,

affd. 557 F.2d 1095 (5th Cr. 1977). The taxpayer bears the

burden of substanti ati on. Hr adesky v. Conm ssioner, 65 T.C 87,

90 (1975), affd. per curiam540 F.2d 821 (5th Cr. 1976).

Petitioner testified that the unrei nbursed enpl oyee expenses
were paid in furtherance of his occupation as a truck driver.
Once again, petitioner provided no docunentation that would
substantiate that he paid the clained expenses or that the
al | eged expenses were related to his enploynent as a truck
driver.

On the basis of the record in this case, we conclude that
petitioner has not substantiated any unrei nbursed enpl oyee
expenses for taxable year 2000 in excess of the amount allowed by
respondent. Accordingly, respondent’s determ nation on this
i ssue i s sustained.

5. | nterest | ncone

Petitioner tinely filed his Federal inconme tax returns for
t axabl e years 2000 and 2001 wi thout reporting any interest
income. Respondent, in the notice of deficiency, determ ned that
petitioner received interest income of $113 and $41 for taxable
years 2000 and 2001, respectively.

The law is clear. Goss incone includes all income from
what ever source derived. Sec. 61(a). Section 61(a)(4)

specifically includes incone derived frominterest.
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Respondent has established that petitioner received interest
incone from (1) Wachovi a Bank of $20 and $12 for taxable years
2000 and 2001, respectively; and (2) Fort Jackson Federal Credit
Uni on of $93 and $29 for taxable years 2000 and 2001,
respectively.

Petitioner has failed to provide any docunentation that
woul d contradict respondent’s determ nation. Furthernore,
petitioner has not specifically testified to not receiving the
above-mentioned interest incone.

On the basis of the record in this case, we concl ude that
petitioner has received interest incone of $113 and $41 for
t axabl e years 2000 and 2001, respectively. Accordingly,
respondent’s determnation on this issue is sustained.

Revi ewed and adopted as the report of the Small Tax Case
Di vi si on.

Deci sion will be entered

under Rul e 155.




